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In mid-February, directors of Paraguay's state-run airline (Lineas Aereas Paraguayas, LAP) released
a new report on the firm's chronic financial problems. The study which says that since last year the
company has been losing about US$1 million per month recommends that the government privatize
the firm immediately since any government scheme to make the company profitable would prove
far too costly. According to the study, the central government has provided about US$20 million in
direct subsidies to the company since 1980 to keep LAP afloat, a sum which the Central Bank has
written off as "non-recoverable loans."
Among other things, excess staff is a principal drain on LAP's resources. The company, which
only operates five planes, employs 1,300 workers an average of 260 employees per plane which
is more than each aircraft's total passenger capacity. Even if the government sells LAP to private
investors, it would still cost the state an estimated US$20 million to pay off back debts and make
some necessary investments to attract buyers. The government is caught between a rock and a hard
place, however, since it would cost an estimated US$50 million to make the company profitable
without privatization. And, if the government declared the firm bankrupt, it would cost between US
$70 million and US$75 million to pay off all debts and severance for employees.
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